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Glossary of Acronyms

ABA/CEEI - American Bar Associationy/ Centrd and East European Law Initigtive
ADRA - Adventist Development and Relief Agency

AIHA - American Internationd Hedth Alliance

CAAEF - Centra Asan-American Enterprise Fund

CAR - Centra Asan Region

CBT - Centrd Bank of Turkmenistan

CDC - Centersfor Disease Prevention & Control

COTR - Contracting Officer? s Technical Representative
DOTS - Directly Observed Treatment, Short Course

EBRD - European Bank for Recongtruction & Development
EEUD - Officer of Environment, Energy & Urban Devel opment
ENI - Bureau for Europe and the New Independent States
ENR - Environment & Natural Resources

FSN - Foreign Service Nationd

FY- Fiscd Year

GDP - Gross Domestic Product

GOT - Government of Turkmenistan

GTZ - German Agency for Technical Cooperation

HOPE - Health Opportunity for People Everywhere

IEE - Initid Environmentd Examination

IFI - Internationd Financid Indtitutions

IMF - International Monetary Fund

ISAR - Initiative for Socid Action and Renewd in Eurasia

IR - Intermediate Result

MO - Misson Order

NGO - Non-governmenta organization

OEEI - Office of Energy & Environmentd Initiatives

OSCE - Organization for Security and Cooperation in Europe
PVO - Private Voluntary Organization

R4 - Reaults, Review and Resource Request

SME - Smdl and Medium-sized Enterprise

S.0. - Strategic Objective

TB - Tuberculogs

UN - United Nations

UNDP - United Nations Development Programme

UNICEF - United Nations Children Fund

EU/TACIS - European Union / Technicd Assistance for Commonwedth of Independent States
USAID - United States Agency for International Devel opment
USAID/CAR - USAID/Centrd Asan Region

USDA - United States Department of Agriculture

WHO - World Hedlth Organization



R4 Part I: Overview/Factors Affecting Program Performance
Turkmenistan

R4 Part I: Overview and Factors Affecting Program Performance
|. OVERVIEW AND FACTORS AFFECTING PROGRAM PERFORMANCE

Introduction

The United States has a drategic and economic interest in Turkmenistan becoming economicaly
vidble, politicaly progressve, and wel integrated into internationa politicd and economic
inditutions. It has long borders with Iran and Afghanigan, as wel as close proximity to the
Caucasus, the Middle Eadt, and South Asa. As an energy-importing nation, the United States is
interested in ensuring that Turkmenistan's energy potentid is redlized. Turkmenistan possesses the
world's fourth largest natural gas resources as well as sgnificant dl reserves. It has the potentid to
become an important player in world energy markets.

The Development Challenge

At the bresk-up of the Soviet Union, Turkmenistan was the country least prepared for change.
When independence came in October 1991, the country had a very smdl indudtrid base and highly
centraized political and economic systems. It dill lags behind the other newly independent States
in making progress toward a democratic society and a market economy.

There are a number of reasons for the lack of substantial progress toward democracy and a market
economy. Turkmenistan remains a resolute one-party state with power vested in a communist-
turned-nationdist leadership. The current leedership avoids changes that might entall sgnificant
loosening of state control over the economy or rapid politica liberdization. It argues that such
measures will cause ingability and the deprivation of liveihoods for the working class. The
European Bank for Recongtruction and Development (EBRD) ranks Turkmenistan the lowest of
any NIS country in economic policy reform.

The genera economic Stuation continues to deteriorate.  Up until early this year, export revenues
remain depressed following the March 1997 decison to suspend gas exports through the Russan
pipeline system. Gas exports to Russa have now resumed and the initid schedule payments have
enabled the Government to keep current on its priority foreign debt. Oil production and exports
have increased and the rise in globd oil prices has provided some welcome foreign exchange
eanings. The prospect of a Trans-Caspian pipeine to export Turkmen gas to Turkey offers
promise for the future, but the near-term outlook continues to be blesk. USAID work in the energy
and environment sector is covered in detail in the Regiona Presentation.

While there have been modest gains in collecting tax revenues, the overal amount received fals
well short of the amount required to balance spending. A significant portion of the budget operates
on a nortcash bass. Expenditures have been reduced, especidly in hedth and education, and the



avalable budget resources are ill bardly adequate to meet priority-spending categories on a
timdy bass.  Although the officid and pardld market foreign exchange rates remained unified for
much of 1998, the parald market rose to about three times the officid rate and maintained that
ratio throughout 1999. Inflation that was held in check throughout much of 1998 rose to an annud

rate of 25% by mid-year 1999 and was estimated at 23.5% at year-end. To keep &float, the
Government of Turkmenistan (GOT) has resorted to internationd borrowing a commercid rates.

Foreign direct investment remains low, dthough there is consgderable interest by foreign investors
in the energy sector. There has been very little progress in red dructurd reform. According to
EBRD edimates, the private sector’s share of GDP remains a disma 25%, far lower than the
private sector’ s share of the GDP in dl of the neighboring countries.

Turkmenistan has made little progress in moving from a Soviet-era authoritarian style of
government to ademocratic syssem. The nationd |eadership exercises firm control over ahighly
centralized government structure with no freedom of the press and no tolerance for opposition
political parties. Parliamentary elections were not held on a"wide democratic basis' which the
GOT promised. Although there were at least two candidates for each of the 50 deputy seets, they
were handpicked from the ranks of the Democrétic Party (the former Communist Party), and
government-controlled professona unions and socid organizations. The Indtitute for
Democracy and Human Rights (IDHR), which has a mandate to foster democratization of the
state and protect human rights, isin full operation. USAID has been asssting IDHR to identify
inditution building needs. The non-governmenta sector is growing, in spite of continued
government pressure.

Eight years after independence, the average Turkmen faces hardships caused by unemployment,
inflation, poorly funded government services, and a deteriorating physica environment caused in
part by the current set of nationd policies. Many, particularly outside the capitd, suffer from
poor nutrition and disease, especidly water-borne and infectious diseases. Thisis especidly
critica for women and children.

Partnerships, training and exchanges remained an important component of US assstance. USAID
trained over 330 reform-minded government leaders and professonds in areas directly related to
democracy and a free-market economy. Thirty-five percent of the trainees were women. USAID’s
successful third-country training adlows participants to observe podtive reform in other Centra
Asian Republics.

Other Donors

The World Bank has restarted its lending program with projects amed a improving rura hedth
and incomes. The World Bank and USAID are collaborating in the agriculturd sector to expand
integrated pest management. The EBRD makes credit avalable for projects contributing to
redructuring of the naiona economy, especidly for the modernization of agriculture-related
industries and oil and gas production. The European Union (EU) supports improved agriculturd
production and processng, energy, and private sector development. The United Nations
Development Program (UNDP) supports economic reform and management, the hedth and
education sectors, and environmenta protection. The United Nations Children’'s Fund asssts with



maternal and childcare. Other donors nclude the Turkish Internationa Cooperation Agency, the
British Know How Fund, and United Nations High Commission for Refugees.

FY 2001 Program

Recognizing the potentia of the oil and gas sector as an engine for future growth, USAID seeks
to encourage private foregn invetment to develop the sector.  Working closdy with the
Turkmen Government, we will improve the operations of regulatory inditutions, establishing
international standards and practices and ensuring grester environmenta protection.

USAID assgance will be redigic but opportunistic in supporting fledgling NGOs, concentrating
on community participation, mobilization and decison-making such as water user groups, socid
partnerships and professond associations. USAID assgance will stress the importance of the
rule of law and the role of civil society organizations as partners with the sate to dleviate socid
problems and lead locd community devdopment. The emphasis in hedth will be on dinicd
traning and education in infectious dissase control and family medicd care. To provide
important data for decison making, USAID will support a Demogrephic Hedth Survey. A
hedth partnership is training family medicine practitioners and nurses in evidence-based medicine
a the primary hedth care levd. USAID is ds0 seeking to expand women's understanding of
their own reproductive hedth needs and family planning choices by drengthening a network of
reproductive hedth units. Other support will include credit to smal and medium eaterprises and
bus ness'economic education and training.

Faced with a nationd leadership with little political will to change, a greater share of USAID’s
resources will go toward training and educationa activities for Turkmen youth and sudentsin the
hopes of providing a better understanding of politica and economic reditiesin the future
generation.



R4 Part Il Results Review by SO
Text for SO a

Country/Organization: Turkmenistan, USAID/CAR
Objective ID: 120-012-01

Objective Name: Increased soundness of fisca policies and fiscal management practices

Self Assessment: Not Meeting Expectations

Self Assessment Narrative: Even though the primary indicator, the generd deficit as a percentage
of GDP, surpassed its target, the officid data cannot be verified, and consequently little
confidence can be placed in this SO result. The Government of Turkmenigtan (GOT) istotally
out of compliance with conditiondities of internationd financid indtitutions and continuesto use
the Central Bank's credits to finance its deficit.

Primary Link to Strategic Agency Framework: 1.1 Private Markets

(please sdlect only one)

Secondary Link to Strategic Agency Framework:

(select as many as you require)

[] 1.1 Private Markets [] 1.2 Ag Development/Food Security
[] 1.3 Economic Opportunity for Poor [] 2.1 Ruleof Law/Human Rights

[] 2.2 Credible Political Processes [] 2.3 Politicaly Active Civil Society

X 2.4 Accountable Gov't Indtitutions [ ] 3.1 Accessto Ed/Girl’s Education

[] 3.2 Higher Ed/Sustainable Development [] 4.1 Unintended Pregnancies Reduced
[] 4.2 Infant/Child Health/Nutrition [ ] 4.3 Child Birth Mortality Reduced

[] 4.4HIV/AIDS [] 4.5 Infectious Diseases Reduced

[] 5.1 Globd Climate Change [] 5.2Biologica Diversity

[] 5.3 Sustainable Urbanization/Pollution [] 5.4 Environmentally Sound Energy

[ ] 5.5 Natural Resource Management [] 6.1 Impact of Crises Reduced

[] 6.2 Urgent Needsin Time of Crisis Met [] 6.3 Security/Basic Ingtitutions Reestablished

[ ] 7.1 Responsive Assist Mechanisms Developed [ ] 7.2 Program Effectiveness Improved
[ ] 7.3 Commit Sustainable Development Assured [ ] 7.4 Technical/Managerial Capacity Expand

Link to U.S. Nationd Interests. Economic Prosperity
Primary Link to MPP Gods: Economic Development

Secondary Link to MPP Goals (optional): Regiond Stability



Summary of the SO:

The GOT faces apotentially severefisca criss. The nation's financia conditions have worsened,
inlarge part due to a sharp drop in export revenues when Turkmenistan ceased exporting gas
through the Russian pipdine system.

Achieving this objective would help combat the worsening economic Stuation by improving
budgetary and expenditure policies and by offering amore rationd alocation of scarce
government resources. USAID ass stance enables the government to make positive changesin
budget management procedures. The pace of change will likely be too gradud to avoid afiscd
crigs - especidly in the absence of an IMF macroeconomic program. Turkmenigtan isthe
dowest country in the region to move toward market liberaization. It has made little progressin
privatization and financid sector reform or in liberdization of its trade regime. Sight progress
has been made in price liberdization; the government has maintained price controls on energy
products and subsidized some basic consumer goods.

The direct beneficiaries of this strategic objective are the nationd and loca government agencies
that need sound budget policies, government employees and dl entities with which the
government isin arrears. Indirect beneficiaries would include al Turkmen citizens. Sound fisca
policies and management practices contribute to both short- and long-term economic sability
and make a sgnificant contribution toward the growth potentia of the economy.

Three key reaults are necessary to achieve this strategic objective: 1) improved budget
management; 2) less inflationary government borrowing; and 3) the compliance with the
conditions of international financia indtitutions, particularly the World Bank and the IMF.

Key Results:

Overdl progressin achieving this objective in 1999 did not meet expectations. The primary
indicator, namely the generd deficit as a percentage of GDP, was 1.6% according to officid
estimates, compared to atarget of 2.0%. However, no confidence can be placed in the officia
deficit estimates, the accuracy of which cannot be verified. The budget department clams a
deficit of 1.6%, while the Treasury Department clams adeficit of 0%. Government borrowing
continued to be inflationary. The target for Centrd Bank of Turkmenistan financing of the deficit
was 40%. Asit turned out, however, 100% of deficit financing was through centra bank credit.
Findly, the government was not able meet any conditions with the IMF. As aresult, the IMF
withdrew its country representative during the fal of 1999. On the other hand, budget
management has been improved with off-budget share of expenditures accounting for only 8% of
the consolidated National Budget. This exceeds our target of 20% for 1999.

Performance and Prospects:

The budget operates increasingly on anon-cash basis, with mutua offsets, barter and in-kind
payments obscuring the government’ s underlying net position. Cash revenues accounted for only
50% of tota revenuesin 1999. The government has also extended substantia subsidized directed
credits to the agricultura sector. The latter are rarely paid back, effectively resulting in money
creation by the central bank.

The Ministry of Finance has responded positively to USAID’ s recommendations on fiscd palicy.
The government has incorporated most of the suggestions into its FY 2000 budget documents, dl



of which were passed by the parliament. In FY 1999, an estimated 92% of the government’s
agencies were identified in the budget document compared to an estimated 30% in FY 1998.
The FY 2000 budget document includes al known spending agencies. The FY 2000 budget
document significantly increased the qudity and quantity of financid information made
available to the cabinet and the parliament. In contrast to previous practice, the document was
topically organized and specificaly separated and presented in volumes: centra budgets and
expenditures; loca government budgets, state funds, and capitd investments.

Using models developed during the formulation of the FY 2000 budget, the GOT plansto
introduce performance budgets government-wide in FY 2001. Budget components will include:
1) cost centers; 2) afinancing plan; 3) performance data; 4) expenditure estimates in economic
classfication order; and 5) an interpretive commentary. An upgraded computer system, financed
by USAID, the World Bank and UNDP, will facilitate and sustain the introduction of
recommended reform practices and will permit the introduction of accounting software to
support reformed budget procedures.

Possible Adjustments to Plans:

To date the changes made by the GOT in the budget area represent more form than substance.
They do not reflect an underlying commitment on the part of the GOT to reform its fiscd

position as has been done in Kazakhstan and Kyrgyzstan, for example. While USAID-led efforts
do provide the GOT with new tools that can be used to better manage its budget, it is not clear
that the government is committed to using the tools in an effective manner.

As aconsequence of thisweak performance, USAID plansto terminate this SO in its upcoming
Strategic Plan and continue any relevant budget activities under the Health SO and Energy SO.

Other Donor Programs:

The IMF does not currently have a macroeconomic program. It ceased providing limited
technica assstance to the central bank and the Ministry of Economy and Finance in 1999.
EU/TACIS, through GTZ, has provided assstance to revise the Tax Code. It will cease
assstance during 2000. The World Bank will restart its technical assstance and training in
automation of the Ministry of Economy and Finance. The UNDP has an agreement with this
ministry to provide technica assistance and training in the budget reform area.

Major Contractors and Grantees:

USAID activities are implemented through Booz Allen through April 2000. KPMG/Barents
Group will implement the activity theresfter. The Academy for Educational Development
coordinates participant training.



Performance Data Table

Objective Name: Increased soundness of fiscal policies and fisca management practices

Objective ID: 120-012-01

Approved: 1996-12-07

Country/Organization: Turkmenigtan,
USAID/CAR

Result Name: SO 1.2 Increased soundness of fisca policies and fiscal management

practices

Indicator: Generd government deficit as a percent of GDP

Unit of Measure: Percent Y ear Panned Actud

Source: International Monetary Fund 1995 1.6%

Indicator/Description: Expenditures less 1996 1.0%

revenues as a percent of GDP 1997 0.6% 1.0%
1998 2.0% 3.0%

Comments. This estimate was caculated by the 1999 2.0% 1.6%

Satistics Department and is unreliable. The 2000 2.0%

government clams thet it had a surplus for 2001 1.8%

1999, but its opening balance for 2000 was
zero. The targets were revised given the GOT

targets for 2000.

*Thisisthelagt R4 that we will usethis
indicator.




Performance Data Table

Objective Name: Increased Soundness of Fisca Policies and Fiscal Management

Practices

Objective ID: 120-012-01

Approved: 1996-12-07

Country/Organization: Turkmenistan,
USAID/CAR

Result Name: IR 1.2.2 Government of Turkmenistan (GOT) complied with the

Internationd Financid Ingtitutions conditions.

Indicator: The Government of Turkmenistan complied with the Internationa Financid

Ingtitutions conditions.

Unit of Measure: Y es-No-Partid Y ear Planned Actud
Source: Booz-Allen & Hamilton Inc.

Indicator/Description: GOT adheres to 1996 N
conditions st forth by the IFIs for additiond 1997 P N
assstance 1998 Y N
Comments: The Government of Turkmenistan 1999 Y N
was totaly out of compliance with IFl 2000 Y

conditionsin 1999. Thereisno agreement with 2001 Y

IMF.

*Thisisthe lagt R4 that we will use this

indicator.
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Performance Data Table

Objective Name: Increased Soundness of Fiscal Policies and Fiscal Management

Practices

Objective ID: 120-012-01

Approved: 1996-12-07

Country/Organization: Turkmenistan,
USAID/CAR

Result Name: IR 1.2.4. Improved budget management

Indicator: Off-budget expenditures of Consolidated National Budget

Unit of Measure: Percent Y ear Panned Actud

Source: Budget Reform Unit, aUSAID

contractor 1997 50% 50%

I ndicator/Description: Off-budget share of 1998 30% 5%

Consolidated National Budget 1999 20% 8%
2000 10%

Comments The 1999 Mg lis Appropriation 2001 0%

included athree-fold increasein GOT entity

coverage: 95 percent (up from an estimated 30
percent for the 1998 budget).

*Thisisthe lagt R4 that we will usethis
indicator.
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Performance Data Table

Objective Name: Increased Soundness of Fisca policies and Fiscd Management

Practices

Objective ID: 120-012-01

Approved: 1996-12-07

Country/Organization: Turkmenistan,
USAID/CAR

Result Name: IR 1.2.4.2  Government Borrowing is Less Inflationary

Indicator: Central Bank of Turkmenistan (CBT) Share in Deficit Financing

Unit of Measure: Percent Y ear Planned Actua
Source: International Monetary Fund in

Turkmenistan 1997 (B) 60% 100%
Indicator/Description: Share of CBT credit to 1998 50% 98%
the government as a percentage of tota deficit 1999 40% 100%
financing 2000 30%

Comments. The government continues to use 2001 20%

the Centra Bank's credits to finance its deficit

*Thisisthe lagt R4 that we will use this

indicator.
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Text for SO b
Country/Organization: Turkmenistan, USAID/CAR
Objective ID: 120-013-01

Objective Name: Accelerated development and growth of private enterprises

Sdf Assessment: Not Meeting Expectations

Saf Assessment Narrative: The Government of Turkmenistan (GOT) failed to adopt a
progressive privatization and land reform program. The GOT continues to debate internally on
the liberdization of thar trade and investment environment. With USAID assgtance, only one
progressive commercia law (Law on Joint Stock Companies) was enacted in November 1999.

Primary Link to Strategic Agency Framework: 1.1 Private Markets
Secondary Link to Strategic Agency Framework: No Secondary Linkage
Link to U.S. Nationd Interests. Economic Prosperity

Primary Link to MPP Goas. Economic Development

Secondary Link to MPP Goals (optiond): Regiona Stahility

Summary of the SO:

Turkmenistan' s state-controlled economy is failing to meet the needs of its citizens. The private
sector must grow to improve the stlandard of living. In 1997, when USAID began work on this
objective in Turkmenigtan, the private sector generated only 20% of GDP. While reliable figures
for 1999 are unavailable, most estimates place thisindicator a not more than 25% for 1999.
Privatization continues to lag. The government has impeded growth in the private sector by
requiring burdensome regigtration procedures and by limiting access to credit and foreign
exchange.

The commercid and officid foreign exchange rates were unified in April 1998, implicitly
depreciaing the officid rate by 25%. The GOT continues to control imports by screening access
to non-cash foreign exchange auctions. In addition, surrender requirements on hard currency
export earnings remain in place, thereby aggravating currency nonconvertibility. In late 1998, the
IMF failed to reach an agreement with the government on the terms for a stand- by arrangement.
Asthe generd economic Situation continued to deteriorate, donors hoped thet the government
would recognize the need for systematic economic reform policies. Unfortunately, this has not
yet occurred.

15



USAID continues to provide ass stance in market- oriented reforms, epecialy in improving the
legd and regulatory environment for private business. This ass stance supports the growth of
Turkmenigtan’s smdl| private sector.

Three key results are necessary to achieve this strategic objective: 1) an improved operationa
environment for private sector growth; 2) improved human resources so as to enhance the
functioning of amarket economy; and 3) increased availability of and accessto capita and
technological resources for the private sector.

Key Reallts:

During FY 1999, the operating environment for the private sector growth wasimproved dightly,
in theory, with the passage of a progressive Law on Joint Stock Companies drafted with USAID
assgtance. In addition, the GOT established a Government Procurement Unit by Executive
Order in the Ministry of Economy and Finance.

In FY 1999, the number of people trained to function in a market economy far exceeded the
established target of 400 people. This effort resulted in over 1,200 people that have been trained
through seminars, roundtables, or one-on-one encounters. Severd activities have contributed to
this result including the Trade and Investment activity and Winrock's and IESC volunteers.

In FY 1999, the target for the volume of loan and joint venture funds invested in Turkmenistan
was exceeded by almost 70 percent. In addition, anew microcredit activity was launched to
supplement CAAEFs SME lending.

Performance and Prospects:

The private sector, outside of agriculture, accounts for less than 10% of GDP. All of the large
enterprises — induding cotton mills, building materid plants, and food processng — remain in the
public sector. 280 medium and large enterprises await privatization. Thisislikely to be difficult,
particularly since the GOT sets unredigticaly high reservation prices, and limits land ownership
rights. The government has yet to adopt a coherent privatization program that would set the stage
for rapid divestment. The government interferesin the running of private companies. Company
registration remains problematic and government regulation unpredictable.

USAID helped draft a progressive Law on Joint Stock Companies that was enacted in November
1999. Additiondly, USAID continued to provide technica assstance to both the Medjlis and
various government minigries in drafting amendments to the Foreign Investment Law, Law on
Enterprises, Law on Public Regigter, Law on Trademarks, Law on Protection of inventions, Law
on regigtration, amendments to Customs Code, Law on Customs tariff, and a variety of other
commercid laws. Unfortunately, little was adopted by the Parliament in its most recent Session.

With USAID assgance, the GOT established a Government Procurement Unit by Executive
Order in the Minigtry of Economy and Finance. In theory, thisingitutiondizes the GOT's
commitment to procurement reform, but in practice it probably meanslittle. Finaly over the
past year, USAID customs ass stance has emphasi zed drafting implementing regulations and
policies, in addition to the provison of training at the operationd level. While this sounds
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positive, there are some significant issues that could hinder prospects for successin the future: 1)
the existence of competing state entities involved in privatization whose responsibilities overlap;
2) the lack of aclear political commitment to privatization; and 3) an inadequate legidaive and
regulatory base for privatization.

USAID suspended its assistance to the government’ s privatization program in 1999. After
numerous efforts to revive the flagging privatization program, USAID has concluded thet the
GOT has the expertise to carry out current smdl-scale privatization efforts. USAID dso curtailed
efforts with the Minigtry of Agriculture and Water Resources in implementing agribusiness and
land reform privetization after initid collaboration failed to produce mutually acceptable

program plans. USAID, in partnership with US Department of Agriculture (USDA), continuesto
work with the ministry on pest management and crop protection.

Introduction of the needed macroeconomic reform has been dow. An improved business
regulatory environment is required before business can grow and expand. USAID has provided
business advice to numerous private-sector companies in different sectors, such as bakeries, wool
spinners, apoultry farm, a print shop and a private commercia bank. CAAEF continues to make
capita available to the Turkmenistan private sector with abusiness loan program. In addition, a
new micro-credit program has been launched.

Possible Adjustments to Plans:

Given the GOT's wegk performance in privatization and commercid law reform, USAID intends
to focus exclusively on business education and micro-lending activitiesin the future. USAID

new drategy focuses on working with the mgor inditutions of higher education in Turkmenistan
to improve the next generation’s understanding of a market-oriented economy.

Other Donor Programs:

In addition to USAID's involvement in supporting private sector growth and its devel opment,
other donor organizations, induding EU-Tacis, UNDP, and EBRD, have Smilar programsin
Turkmenigtan. While USAID provides equity and SME lending, the EBRD aso is beginning to
implement its SME loan program. USAID isthe only donor that provides micro lending in
Turkmenigtan. Inaddition, USAID complements EU-Tacis in providing advisory services
through IESC and Winrock business volunteers and Eurasia Foundation's small sub-grants.
USAID isthe only donor engaged in the liberdization of the trade and investment environment
through the provision of assstance on the prerequisite laws that foster the growth of the private
sector.

Magor Contractors and Grantees:

USAID activities are implemented through Booz Allen & Hamilton, Centrd Asan American
Enterprise Fund, Mercy Corps Internationa, Winrock International, Eurasia Foundation and
Internationa Executive Service Corps. The Academy for Educational Development coordinates

participant training.
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Performance Data Table

Objective Name:  Accderated development and growth of private enterprises.

Objective ID: 120-013-01

Approved: 1996-07-12

Country/Organization: Turkmenistan,
USAID/CAR

Result Name: 1.3 Accelerated development and growth of private enterprises

Indicator: Increase in private sector GDP market share

Unit of Measure: Percent Y ear Panned Actua
Source: European Bank for Reconstruction and 1995 0% 15%
Deve opment 1996 0% 20%
Indicator/Description: Share of GDP generated 1997 0% 25%
by private enterprises 1998 20% 25%
1999 22% na

Comments. The actud datum for 1997 has 2000 2505

been corrected to 25 per cent (up from 20 2001 30%

previoudy reported). The updated figure has
been obtained from EBRD 1999 Trangtion
Report. A datum for 1999 will be available
from the EBRD in summer 2000.

* Thisisthe lagt R4 that we will usethis
indicator.
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Performance Data Table

Objective Name: Accelerated devel opment and growth of private enterprises.

Objective ID: 120-013-01

Approved: 1996-07-12 Country/Organization: Turkmenigtan,
USAID/CAR

Result Name: 1.3.1.1 Improved policies, laws, and regulations in place to ensure
competition and alow for easy market entry and exit

Indicator: Critical policies, laws, and regulations that are congstent with international
standards are published

Unit of Messure: Cumulative number Y ear Planned Actud
1997 10 4
Source: 1998 20 5
Trade and Investment Project/Booz-Allen & 1999 30 6
Hamilton 2000 50
2001 50
I ndicator/Description: Number of policies,
laws, and regulations published with drafting

and implementation assistance privided by
USAID

Comments USAID helped draft a progressive
Law on Joint Stock Companies that was enacted
in November 1999.

* Thisisthe lag R4 that we will usethis
indicator.
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Performance Data Table

Objective Name: Accelerated devel opment and growth of private enterprises.

Objective ID: 120-013-01

Approved: 1996-07-12

Country/Organization: Turkmenigtan,
USAID/CAR

Result Name: 1.3.2 Human resources improved to function in a market economy

Indicator: Cumulative rumber of people trained by USAID

Unit of Measure: trained person

Source:

Trade and Investment Project/Booz-Allen &
Hamilton

Y ear Planned Actud
1997 100 98
1998 200 503
1999 300 839
2000 400

2001 500

Indicator/Description: The cumulative rumber
of people trained through seminars, roundtables,
Or One-0n-one encounters

Comments. In 1999, the Project trained
government officidsin the following aress.
customs (operations), trade and investment
(policies, laws, and regulations), and
privatization (Strategies and methodol ogies).

* Thisisthe lagt R4 that we will usethis
indicator.
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Text for SO ¢
Country/Organization: Turkmenistan, USAID/CAR
Objective ID: 120-041-01

Objective Name: Specid initiatives Democracy

Sdf Assessment: Not Meeting Expectations

Sdf Assessment Narrative: There was progress this year in the growth and strengthening of
civic organizations and community groups, with dmaost a doubling of such organizations.
However, the government continues to view al non-governmenta organizations with suspicion
and has been resstant to registering existing NGOs. The lack of government acceptance of the
NGO sector is retarding the growth and congtraining the operation of civic organizations. This
and the continuing registration problem lead us to conclude that progressis less than our
indicator suggests.

Primary Link to Strategic Agency Framework: 2.3 Pdliticaly Active Civil Society
(please select only one)

Secondary Link to Strategic Agency Framework:

(select as many as you require)

[ ] 1.1 Private Markets [ ] 1.2 Agricultura Development/Food Security
[ ] 1.3 Economic Opportunity for Poor Xl 2.1 Rule of Law/Human Rights

[] 2.2 Credible Political Processes [] 2.3 Politicaly Active Civil Society

[] 2.4 Accountable Gov't Indtitutions [] 3.1 Accessto Education/Girl’s Education
[] 3.2 Higher Education/Sustainable Development [ ] 4.1 Unintended Pregnancies Reduced

[ ] 4.2 Infant/Child Health/Nutrition [ ] 4.3 Child Birth Mortality Reduced

[] 44 HIV/IAIDS [] 4.5 Infectious Diseases Reduced

[] 5.1 Globa Climate Change [] 5.2 Biologica Diversity

[ ] 5.3 Sustainable Urbanization/Pollution [ ] 5.4 Environmentally Sound Energy

[] 5.5 Natura Resource Management [] 6.1 Impact of Crises Reduced

[ ] 6.2 Urgent Needsin Time of Crisis Met [] 6.3 Security/Basic Ingtitutions Reestablished

[ ] 7.1 Responsive Assist Mechanisms Developed [ ] 7.2 Program Effectiveness Improved
[] 7.3 Commit Sustainable Development Assured [ ] 7.4 Technical/Managerial Capacity Expand

Link to U.S. Nationd Interests: Democracy and Human Rights
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Primary Link to MPP Goas. Democracy and Human Rights
Secondary Link to MPP Goals (optiond): Globa Growth and Stability

Summary of the SO:

The pecid initiative in democracy provides modest assistance to encourage the growth of acivil
society sector in Turkmenistan and the acceptance of this sector by the populace and the
government. At thistime, the government is not willing to make the kind of changes which

would judtify greater support in democracy assstance. This was reaffirmed this December as
parliamentary dections proved to be far from free or fair, and the legidative branch of the
government proclaimed the president "leaeder for life"" Nonethdess, it is hoped that modest work
with citizens groups and students will open the citizenry and government to new idees of
plurdism and rule of law which will be the basis for civil society in the future.

Key Reallts:

The number of non-governmenta, non-profit civic organizations continued to gradudly increase
thisyear. Work with traditiona civic networks in communities of Dashoguz vilyet (province) on
potable water use continues to indicate that such informa community groups enjoy wide-spread
congtituency and may be the most sustainable and most tolerated by government. Since July
1999, thiswork has resulted in the development of 18 new community-based potable water user
associations, 96 community meetings about water use management, and 13 mestings between
water users associations, locd authorities, water plant management and health department
representatives. In addition, Turkmen State University began to open their doorsto a USAID-
funded American rule of law consultant working to develop alaw students association and law

library.

Performance and Prospects.

While the government of Turkmenistan continues to suspect and resst civil society development,
it tolerates the development of a sector of nascent unregistered civic organizations while dso
appearing to be open to developing aprofessiona class of lawyers who will be responsible for
edablishing a sounder rule of law in the future. USAID has found that locd vilyet and etrap
(digtrict) leve government officids are the most supportive of the activities of civic
organizations and that informa community groups are more tolerated by the government than
formd issue-based organizations. Grassroots civic organizations in Dashoguz, Lebap and
Bakhan vilyets of Turkmenistan working on community resource sharing, education, and heslth
issues have received the support of their local governments. Furthermore, acivil society
resource center funded by USAID has opened over the last year and remains operablein
Dashoguz city.

USAID will continue to encourage the development of civic organizations through the
establishment of civil society resource centers, especidly on thelocd level and within traditiond
communities outside the capita city of Ashgabat. In particular, programming will build on the
lessons learned from work done with potable water user groups to begin work with civic
organizations based in communal gpartment blocks.
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USAID has met with modest success in working with law students a Turkmen State University.
While the beginning of this project was hampered by the government of Turkmenistan's
reluctance to work with a USAID grantee until they are registered, the program is now operating
while regidration is ill pending. A USAID-sponsored consultant is lecturing e the law faculty
and is meeting with students to organize a student's association. In the next year, this law student
Association should become an active organization of youth interested in issues of rule of law. In
addition, apublic law library should be operating and open to the public in Ashghabat.

Findly, building on this year's conference on internationa standards for legidation concerning
non-governmental, non-profit civic organizations, USAID will continue to didogue with the
GOT'sIndtitute for Democracy and Human Rights, the Ministry of Justice, and representatives of
the Magjilis on how to improve the legd environment in which NGOs, both locd and
international, must operate. The issue of regidiration will be of specid importance.

Possble Adjustments to Plans:

Asdiscussed in the new grategy, USAID is planning to incorporate civil society work in
Turkmenigtan into aregiona drategic objective. While the move to establish a drategic
objective in Turkmenigtan demondrates the misson's belief that civil society programming can
make alagting impact in the country, the aims of assstance will remain modest, focusing on the
development of socid capital as the foundation for a more open and democratic culture which
repects the rule of law. USAID will dso promote the availability of information through alegd
resource center and NGO outreach efforts and enhance opportunities for citizen participation in
governance through socid partnerships between NGOs and loca governments.

Other Donor Programs:

Other donors working in the democracy sector are the OSCE, the UN Development Program
(UNDP), the United Nations High Committee on Refugees (UNHCR)and the British and New
Zedand embasses. All of these organizations provide modest assstance to grass-roots civic
organizations and often rely upon USAID-funded grantees to help them administer this
assistance.

Major Contractors and Grantees:

Presently, USAID funds the following American NGOs administering assistance in the sphere of
civil society development: Counterpart Consortium, aproject of Counterpart I nternational
assging in the development of nascent civic organizations, the Initiative for Socid Action and
Renewd (ISAR) in Eurasia, an organization asssting the development of loca environmentd
NGOs, the American Bar Association/Centrd and East European Law Initiative (ABA/CEELI)
which is organizing alaw student association and setting up alegd information center; and
Eurasia Foundtion which made a smal subgrant to establish a school of journadism in the State
Universty. The Academy for Educationa Development (AED) coordinates participant training.
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Performance Data Table

Objective Name: Specid Initiatives: Democracy Initiative

Objective ID: 120-041-01

Approved: 1997-10-01

Country/Organization: Turkmenistan,
USAID/CAR

Result Name: Citizen participation in NGOs strengthened.

Indicator: Increased number of NGOs.

Unit of Measure: Number of NGOs in the Y ear Panned Actua
Counterpart Consortium database. 1997 35
Source: Counterpart database. 1998 45 147
Indicator/Description: Number of NGOs in the 1999 165* 261**
Counterpart database. 2000 275

2001 295
Comments. _ _ 2002 305
The ggnificant increase in results for this

indicator is due to the increased USAID/CAR
civil society programming over the last year.
This program only began in 1997.

* Targets have been adjusted due to higher
results than expected in FY 98.

** |ncluding community-based organizations,
initiative groups, and GONGOs (Government-
organized NGOs).

At the gart of thisinitiative, Smply increasing
number of NGOs in Turkmenistan was the main
objective. Now, afair amount of NGOs have
gppeared in the country despite continuing
harrassment by the government.

Thus, we will no longer report againg this
indicator. The new srategy will focuson NGO
sudtainability. Therefore, the next R4 will
include the NGO Sugtainability Index asa
performance data table measuring IR 2.1.1
"Stronger and More Sustainable Civic
Organizations."
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Text for SO d

Country/Organization: Turkmenistan, USAID/CAR
Objective ID: 120-041-01

Objective Name: Specid Initiatives. Preventive care services made available

Sdf-Assessment: Not meeting expectations.

Sdf- Assessment Narrative: We had hoped that TB DOTS, the WHO-approved therapy for TB,
would be implemented in one province (velayat) of Turkmenigtan in 1999. Difficulties with the
Government of Turkmenistan (GOT) set implementation back. The foundation isin place,
however, to meet the 1999 target in 2000. USAID's intensive engagement with the Ministry of
Hedth in the past year has created a modicum of trust. Implementation is proceeding, but it is
too early to seeresults.

Primary Link to Strategic Agency Framework:
4.5 Infectious Diseases Reduced.

Secondary Link to Strategic Agency Framework:

[] 3.2 Higher Ed/Sustainable Development Xl 4.1 Unintended Pregnancies Reduced
[] 4.2 Infant/Child Health/Nutrition X 4.3 Child Birth Mortality Reduced
[ ] 4.4 HIV/AIDS [] 4.5 Infectious Diseases Reduced

Link to U.S. Nationa Interests: Globd Issues. Environment, Population, Hedlth
Primary Link to MPP Gods. Hedth
Secondary Link to MPP Goals (optiond): Population

Summary of the SO:

When Turkmenistan became independent in 1991, it was unable to manage the expengve,
specidized Soviet hedth care system. 1n 1999 the Government announced "Hedlth 2010" which
encompasses over adozen different goas for restructuring hedth care. Mot promising from
USAID's perspective is the emphads on preventive medicine, reorganization of primary hedth
care, and an increase in the proportion of funding devoted to primary hedth care. Theinterestin
increasing the number of family physicians and the openness to new hedth finance mechanisms
such as fee for sarvice and hedth insurance are a'so encouraging.  The operating environment in
Turkmenistan, an autocratic state, is, however, extremdy difficult. The fear of reprisd squelches
the free exchange of ideas among professionds within the country and restrictions on travel
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impedes exchange with peersin other countriesin the region. The lack of a convertible currency
and the government's restrictive policies towards non-governmenta organizations often symie
implementation. In spite of these difficult conditions, USAID provided limited assstance in
reproductive hedth, infectious diseases and hedlth partnerships and has laid the groundwork for a
more intengve program in the coming years. Thisis sgnificant progress, congdering the
difficulties other donor organizations have experienced in implementing changes in the hedlth
sector and the difficulties our own assistance program faces in other sectors.

Key Results:

Implementation of most of USAID's hedth assstance is just beginning; thus results are quite
modest. A Demographic Hedth Survey (DHS) will be conducted in 2000, which will provide us
with basdine data for evaluaing the effectiveness of our reproductive hedth programming in
future.

The Minigry of Hedth and Medicd Industry and USAID have identified two pilot Stesfor
implementation of the Directly Observed Treatment, Short Course (DOTY) sirategy. The
Government has completed renovationsin the proposed infectious disease reference laboratory
and the Centra Tuberculogs (TB) Hospital in Ashgabat City which was a prerequisite for
USAID beginning a hepatitisand a TB control program.

Performance and Prospects:

Progress is uneven in the three areas in which USAID has provided assstance. The greatest
successisin hedlth partnerships, where USAID has been active the longest. A previous hedth
partnership program has improved emergency medica care through the establishment of an
Emergency Training Center. A new U.S.-Turkmen hedlth partnership, nurtured by the American
International Hedlth Alliance (AIHA), has developed a practicd, skills-based primary hedth care
curriculum. The direct beneficiaries of the proposed nationd training program will be the host
indtitution, the Family Medicine Training Center in Ashgabat, and the cadre of locd trainers
whose clinical and training skills will be sharpened. Doctors and nurses who areinvolved in
primary hedth care will benefit from continuing education. Quality monitoring systems will

need to be devel oped to ensure that the population, the ultimate customer, is benefiting from
improved primary hedth care asaresult. AIHA will dso support the establishment of anew
Learning Resource Center through this new partnership.

Limited progress has been made in reproductive hedlth care. The Policy Project provided
assistance to women's NGOs in Turkmenistan. One such NGO, Assstance to Turkmenistan Area
(ATTA) isworking in Dashoguz Vedayat to promote women's hedlth. Severd other local NGOs
have aso developed innovative community-based reproductive hedlth pilot programs.
Implementation of a proposed pilot project in Dashoguz has been hampered by the government’s
ambiva ence about registering potentia recipients as non-governmenta organizations. 1n 1999
USAID set the stage for a Demographic and Hedth Survey to provide information on trendsin
fertility and indicators of maternal and child hedlth and nutrition. In an autocratic state such as
Turkmenistan, successful completion will require active Embassy and USAID support, intensve
handholding of counterparts taking the risk to do something new, as well as a measure of good
luck.
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Ininfectious disease, the god isto improve the quality of hepatitis and TB laboratories and to
design more efficient and cogt- effective survelllance measures. Currently hedth personnel
collect massive amounts of often-usaess data on adaily bass. USAID's god isto help develop
an Infectious Disease Reference Laboratory. One of thefirst areas of cooperation will be an
assessment of the disease burden of vird hepatitis. In order to control TB, theinitid stepisto
establish aNational Tuberculosis Reference Laboratory in the Centrd TB hospital in Ashgabat
and apilot Stelaboratory in the TB Dispensary in Turkmenbashi, Bacan Veaya. USAID will
expand the DOTS implementation program to this ste. While many Turkmen professionals
remain skeptical about TB DOTS, the GOTX renovations of the proposed TB Reference
Laboratory are very encouraging.

Possble Adjustments to Plans:

USAID's hedlth program review and subsequent Strategy discussions with partners noted that the
government is interested in investing in primary hedlth care and has demondtrated interest in the
primary health care models USAID has helped develop esawhere in the region. Therefore the
specid initiatives, some of which aready focus on primary hedth care, will be integrated into a
sngle, strategic objective, the proposed "Increased Access to Qudlity Primary Hedth Carein
Select Populations” The Infectious Disease Assessment, which was conducted within the
context of this review, highlighted the poor [aboratory performance in the country and the threat
of hepatitisand TB. These recommendations shaped the infectious disease efforts described
above.

Thetight scrutiny under which nationa officia’ s labor and the overdl shift of our focus to
primary hedlth care argue for increased USAID hedth assstance at the locd level. USAID will
congder opportunitiesin the health sector wherever loca governors, such as the Hakim of
Dashoguz Vdayat, are committed to improving the hedlth standards of their communities.

Other Donor Programs:

The UN Population Fund works in the field of family planning and reproductive hedth. It's
operationa support to the POLICY project, which is ending, and to the proposed DHS Survey
sgnificantly fadlitates implementation. UNICEF isworking with water-borne diseases and
childhood infectious disease programsin Dashoguz Velayat, which is part of the Ard Sea
disaster zone, Peace Corps runs hedlth education programs in rura areas, and Medecins Sans
Frontieres (MSF) hasa DOTS TB program in the Dashoguz Velayat. As Dashoguz isthe
proposed ste for a USAID regiond initiative, good opportunities exist to build on or reinforce
the work of dl three of these actors.

Magor Contractors and Grantees:

The Centers for Disease Control and Prevention and Project HOPE implement a coordinated and
unified infectious disease srategy; the American Internationa Hedlth Alliance (AIHA) manages
the partnership program, and MACRO/DHS is conducting the Demographic Health Survey.
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Performance Data Table

Objective Name: 4.1 Specid Initiatives: Family Planning/Reproductive Hedth

Objective ID:

Approved: 1998

Country/Organization: Turkmenistan,
USAID/CAR

Result Name: N/A-Congressondly mandated earmark

Indicator: Increased number of Women's Resource Centers providing family planning

savices

Unit of Measures Number of Women's
Resource Centers

Source: PVO/NGO Networks project

Indicator/Description: WWomen's centers
providing informetion, education and
communication training and linking the
MOHMI with PV Osto strengthen family

planning

Y ear Planned Actud
1999 10 0
2000 Revised -5

2001 10

2002 10

Comments *This new activity sarted in April
1999. Implementation has been dowed due to
difficultiesin identification of collaborating
partner, therefore no actua figures can be
reported.

Origind target for 2000 set in last year's R4 was
revised due to delay with implementation of the
project activities.
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Performance Data Table

Objective Name: Specid Initiatives: Infectious Disease

Objective ID: 120-041-01

Approved: 1998-01-01 Country/Organization: Turkmenigtan,
USAID/CAR

Result Name: N/A Congressionally mandated earmark

Indicator: Increased number of Digtricts/Velayats following DOTS procedure effectively

Unit of Measure: Number of Digtricts’Vdlayats Year Panned Actua
Source: Centers for Disease Control and 1999 1 0*
Prevention (CDC) in Centra Asiaand Project 2000 Revised -

HOPE O**
Indicator/Description: : The Directly Observed 2001 2

Trestment - Short Course (DOTS) procedure for 2002 2

treatment of tuberculoss patients has been

approved by the World Health Organization as

the most cost effective trestment. DOTS s

consdered effective in countries which sarted
DOTS implementation recently if at least 75%
of smear pogitive cases convert to smear
negative after DOTS therapy.

Comments.

* |mplementation of DOTS was delayed so
there are no results for 1999. Program will be
implemented in 2000.

** Objective comprehensve measurement of
the results of DOTS implementation is only
available 12-15 months after the beginning of
DOTS. Therefore, the results of therapy for TB
patients who begin trestment in 2000 will not
be availabletill the end of the year 2001.
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Text for SO e
Training and Exchanges

Training and exchanges remains a critical eement for accomplishing the Mission’s overdl
drategic gods, provesto be especidly effective when linked to the larger technica assstance
effort, and generates new ideas from participants on improving practices in their own countries.
Training is particularly important for Turkmenistan where the citizens are cut off from the rest of
the world. We are focusing on building human resources for the future by exposing present and
potentid leaders to new ideas and dternative visons of society. Training and exchanges remans
acritical eement for accomplishing the Misson's overdl drategic gods reevant to the
trangtion to democracy and a free-market economy.

In FY 99, more than 300 decision-makers, professonas and active citizens of Turkmenistan
were trained, 120 (35%) of them were women leaders. Eighty Seven percent weretrained in
country.

Unfortunatdy in June 1999, the Turkmen government began to require exit visasfor dl Turkmen
citizens This has made it more difficult for Turkmen citizens to attend U.S.-based and third-
country training. We have adjusted our training program to focus more on in-country training
activities.

Fortunatdy, in FY 99 we were able get some Turkmen out of the country for important training
inthe US. Particularly valuable was the training we were able to provide in epidemiology &t the
U.S. Centersfor Disease Control. This enabled Turkmen hedth specidiststo join with hedlth
gpecidigs from the other four republics in andyzing the specific issuesin infectious disease in
their country. Upon their return, the participants were able to present their analysisto the
National Committee on Health and get agreement on the need to focus on hepatitis.
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